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Spartan Air Services Limited 


To The Shareholders: 


The year of 1968 has been a difficult one for your Company. The problem of lack of working 
Capital and a conventional line of credit mentioned in last year’s statement culminated in a loss on 
Operations. Vigorous attempts by your Directors to correct the situation once and for all has re- 
sulted in a new senior refinancing proposal which is placed before you for your approval. 

The proposal will remove all the high interest debt from your Company, create a respectable 
working capital position, and enable the Company to investigate more profitable outlets for its 
operations. It should be recognized that an infusion of this capital will have very little influence on 
the present year’s operations due to the lateness of its timing and you should be prepared for 
another loss on operations during the fiscal year 1969. 

Your Directors have also taken this opportunity to write off the organization and finance expense, 
and the excess of the cost of investment in subsidiaries. These two items are assets of no value 
and their removal will ensure that this and future balance sheets will show a reality. 

Operations by your subsidiary companies in Calgary, Argentina and England were satisfactory 
during this fiscal year and their order books indicate a similar trend for the fiscal year 1969. Your 
Company was successful in obtaining a further contract in Tanzania for the Canadian International 
Development Agency to the value of $1,000,000. This contract will commence this year but the 
major portion will not affect the company until the new fiscal year. 

Your Company is long established and was responsible for the development of many techniques 
which are routine today in the exploration field. Like many innovators, it has stumbled on the way 
but your Board is confident the new reconstruction will enable it once more to play its full part 
in the future. 

The Board would like to place on record its appreciation for the work carried out by your em- 
ployees through a frustrating and difficult year. 


Presented on behalf of the Board 
N. E. Lamb, President. 
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Consolidated Balance 


ASSETS 

Current Assets: ; 

CASI sb euceaibanet dine sdena ieee cate a eek Phere Ac acetate eee $ 3,916 

Deposits’ andiaccounts receivable 2 enge Nie ee oe ees HE71L973 

Unbilled Contract’ work’ at/seEllingiprice tots. s.. ce. eee erence 599,079 

INVENTOFIES (MOTO: 2) ce mnt, cette Cee tees iad ae ee ee 529,384 

Prepaid: Oxpenses.n:as mkind Wass eaeeens! Saw eaten, Beate ae eee 1175924. .$2,922-27.6 
Fixed Assets, at cost: 

LeaIW ca: § cae ace hehe HAG Saas Pace geile ee ane ne aden ete et cee a ee eee 38,913 

Aircraft-and iaeriali:cameras’ 3h. dhes.ncha cranes scene eae nen 2-042 N07 

Otherequipment she. esck) echoes ee ee eee a ey er eae e Paar PAT ORS wel plete: 

Buildings: ontleaseholduland tne, ain. cae eee een ee eee eee 198,950 

5,001,738 

Less: accumulated depreciation 247k eee eee 6,034-228 1,967; 540 
Other Assets: 

Accounts receivable and other non-current assets................ 199,314 


$5,089,100 


Approved by the Board: 
“‘N. £. LAMB’’, Director. 
“HH, BLOOM”. Director. 
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eet - October 31,1968 


LIABILITIES 

Current Liabilities: 

VAN O NE Te CIES Wale ICTES)) Ee ie ee ee ok GR ne ee a $ 351,260 

Accounts payable and accrued liabilities ...............0..00...0.008. 1,008-702 

EGANns and NOLES Dayable (AOtS A). ain. Nee cscccv es tran cere 1,032,436 

HmSOMer and Other LaAXeS* PAV ab lC fa ceca sdiamged nes Shade ide Semealecn Weve oe 40,234 

Advance payments on government contracts ..............00.000 ee 134,317 

Principal amounts due within one year on long-term debt...... Sito lool )S2 OGOlOSS 
NN Ce TAMICH ON LIMO GO Ne Stee a A, a cc Bel hee aid caesgn obc oka wnisialace soon’ 929383 

Less principal amounts included in current liabilities ............ Dino 616,244 
Interest of minority shareholders in a subsidiary company ........... 47,657 


SHAREHOLDERS’ EQUITY 
Capital Stock (note 6) 
Authorized: 

1,350 6% Cumulative Class A preferred shares, 

redeemable at par value of $100 
8,500 6% Cumulative Class B preferred shares, 

redeemable at par value of $100 

4,000,000 Common shares without par value 


Issued: 
1,350 Class-A, preferred shares: 2.04. ac. ci oes 135,000 
DO PO lO PCOMMON SHALES. <2 .dacannts taesaun weer raamoe Sox 39O83,555 
3,218,555 
CIR INORG 176) eins Nav aes cl hes SAY Oh md te 1,673,444 1,545,111 


$5,089,100 


Long-Term Leases (note 10) 
Subsequent Events (note 9) 


Income Tax Re-Assessment (note 1 2) 


Spartan Air Services Limited 
And Subsidiary Companies 


Consolidated Statement of Income 
Year Ended October 31, 1968 


Sal eS § vs vase wearense ok nase een a Aes ae ie in athe Urn ene CA eee ea STE S72O0 7477 
Operating COSTS i ere eee eek ee oe oan ee nen eee 7,894,225 

Operating ‘loss: before the undernoted | 2.2.0.0 .ccc. jodscccaccupscnhacenamen on $16,748 
Depreciationvinote-dit) 2.45 .41.c.kc <b oe eee ee eae 422,569 
Amortization of organization and finance expenses .............. 34,549 
Interest.on long-term debt 15. .2ccsuss mevranguen eneen eee ne eee 69,403 

Remuneration of salaried directors in their capacity as 

COMPANY OMICEMS vids sient kibece eede sen coeene ets Mae coeee eee 92,058 
Minority interest in earnings of a subsidiary ....................008 1.9°35'1 
637,930 

Other jimoome yc) aleve sve ek acess Unc ay eee eee ee ee ees 20,059 617,871 

OSs for the Vea va. s.< cece ae vein somind saccuite il eee Pa Pele Ceo ae cee nen 5 634635 


Consolidated Statement of Deficit 
Year Ended October 31,1968 


Deficit at beginning of year 


AS: DreViOUSHVAREDOlteGlers g.cces baa oaks Ur marasrtah loncehn abet Rak ten ee $ 658,364 

Adjustmentiotipnoryears taxes) is... .200 assur cone. pone oes wat 28,936 
ASUCSISTOO?:. 7 See pe ee UA Ee es a UY a Ob mel Yh 687,300 
[OSS TOR MGV ES taecis, sarin aie uerethuseceinns Note Cat an oe ok rata Saetrat ane tee 634,619 
Excess of cost of shares in subsidiaries 

over book valliecat aCquisttioniss sc: cave ausdc an treats ite eae eee eee 2502 LOG: 
Deferred organization and finance expenses written off............... hE STi 


Beficit at: end OF Yeates iii sccs bd Baan aa Sh cc ae sae OC eae ee ae $1,673,444 


AUDITORS REPORT 


To the Shareholders of 
SPARTAN AIR SERVICES LIMITED 


We have examined the consolidated balance sheet of Spartan Air 
Services Limited and subsidiary companies as at October 31, 1968 and the 
consolidated statements of income and deficit for the year then ended. Our 
examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. We have relied on the reports of the audi- 
tors who have examined the financial statements of foreign subsidiaries. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at October 31, 1968 and the results 
of their operations for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the 
preceding year, except for the change in accounting practice explained in 
note 13, with which change we concur. 


THORNE, GUNN, HELLIWELL & CHRISTENSON 
Chartered Accountants 


Ottawa, Canada 
April 3, 1969 
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Notes to Consolidated Financia! Statements 
Year Ended October 31, 1968 


BASIS OF CONSOLIDATION AND CURRENCY CONVERSION 

The consolidated financial statements include the accounts of Spartan Air Services Limited and those of all of its 
subsidiary companies. 

Accounts of subsidiaries expressed in foreign currencies have been converted into Canadian dollars at the rate of 
exchange at October 31, 1968, except (a) fixed assets (including depreciation thereon), long-term debt and capi- 
tal stock at rates prevailing at dates of acquisition or issue and (b) income and expenses (other than depreciation) 
at the average rates of exchange in effect during the year. 


. INVENTORIES 


Spare: parts ‘and SUDPITES aa... ons cocete ran aa eee a bo ers eee TSE CU ECE Ee ERA eee $ 313,074 
Work Ine PrOCOSS: % aescu iad tate ois bcles.s aie ciate Shae meeatetern Ae partons atehe era ELA a Leo EI Sera) Tce 2MOrsn© 


$ 529,384 


Spare parts and supplies are valued at lower of cost and net realizable value. Work in process amounting to 
$57,556 is valued at cost and the balance of $158,754 is valued at selling price less estimated profit margin. 


. BANK ADVANCES 


The bank loan of a subsidiary included in bank advances in the amount of $33,540 is secured by land which 
cost $38,913. 


LOANS AND NOTES PAYABLE 


16.59% Note secured by a specific assignment of the accounts receivable ................ $ 532,436 
18% Loan secured by a debenture and a fixed and floating charge on the assets 

Of: AMEN COMPANY) cia aeoe i Ue ace tom nes eae eee tala slats atc ase Nae Le an ERR OE Tse SiR ae Deg 150,000 
8.5% Loan secured by a debenture and a fixed and floating charge on the assets 

of the: company: (Mmote’G) cesses Arn ea scant eee eee eee eee nen Se Tee na meen 350,000 


$1,032,436 


. LONG-TERM DEBT 


13.7% Loan payable U.S. $11,375 monthly including interest, maturing July 3, 
1972, secured by a debenture and a fixed and floating charge on the assets of the 


company-and certain subsidiaries o..5.7,<dcace gacces: o-u Soles eae eee ee ee aie eae ae eee $ 434,791 
Notes payable under conditional sales contracts, maturing 1968-1973 ...................00e 316,469 
Other long-termidebts: ofssubsidianles wari saccen tates meee ae anes eater ele eee reser erat ae 7/t33, VAS 


Jue PS EK 


CAPITAL STOCK 

The company has entered into an agreement granting an option of 700,000 common shares at 76c per share 
in consideration of a loan of $350,000. Such share options are subject to obtaining approval of the Canadian 
Stock Exchange and the Quebec Securities Commission. 


ARREARS OF DIVIDENDS ON CLASS A PREFERRED SHARES 

Dividends on Class A preferred shares have been paid to the 1957 fiscal year and arrears amount to $89,100. 

DEFICIT 

The deficit account includes capital surplus of $45,700 set aside pursuant to section 61 of The Canada Corpor- 

ations Act and contributed surplus of $147,768. 

SUBSEQUENT EVENTS 

a) Subsequent to the year end the company granted a chattel mortgage secured by three Bell Helicopters in 
consideration of a $40,000 demand loan bearing interest at 15% per annum. 

b) Subsequently, the company has entered into agreements to sell its helicopter fleet and helicopter parts for 
$170,000 which approximates book value. 

c) Proceeds of a $200,000 demand loan bearing interest at 8 1/2% per annum was received. This loan is se- 
cured by a debenture and a fixed and floating charge on the assets of the company. 


LONG-TERM LEASES 
The company and certain of its subsidiaries rent buildings under long-term leases for various periods up to 40 
years, the annual rental for which is approximately $81,000 for each of the next five years. 


DEPRECIATION POLICY 

Aircraft and aerial cameras are depreciated on the straight-line basis at 10% per annum. 

Building on leasehold land is depreciated on the straight-line basis at 5% per annum. 

Other equipment is depreciated at varying rates from 10% to 30%. 

INCOME TAX RE-ASSESSMENT 

A subsidiary filed a Notice of Objection with respect to a re-assessment received in 1968 increasing 1966 in- 
come taxes by $26,460. 

Payments of $12,000 on this re-assessment have been made to October 31, 1968, and are included in deposits 
and accounts receivable. No further provision has been made for the re-assessment in the accounts. 


CHANGE IN ACCOUNTING PRACTICE 

At the end of the fiscal year unamortized organization and finance expenses totalling $116,371 were written off 
to the deficit account. These expenses had previously been amortized by annual charges to earnings (1968, 
$34,549) and the earnings of future years will not be subject to this amortization charge. 


